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Dear Commissioners:

Grassroots Cable Systems Inc. is a small independent multiple system
cable television service provider. We presently serve 34 communities
via 21 cable systems located in rural areas of Maine and New
Hampshire. Our 669.4 miles of cable plant pass 10,882 homes for a
density of 16.3 homes per plant mile. We have 6399 subscribers which
is a 58.8% buy rate.

Grassroots has been struggling to work within the reality of the 1992
Cable Act and it’s impact on our survival as a business entity.
Presently only one of our systems, which serves four towns, exceeds
the FCC’s present small system (1000 subscribers) exemption for rate
regulation at this time.

The Benchmark rates were established without regard to rural system
density, higher rural operating costs to service widely separated
rural systems, higher programming costs charged to small independents
nor other "rural" system considerations. I have just completed an
initial reading of the referenced Docket and see more of the same
faulty rural system foundation work being proposed for cost-of-
service regulations.

We are not an S&P 400 company nor do we have a traditional regulated
industry capital structure of 50% debt/50% equity. I doubt that many
existing cable companies do whether urban, suburban or rural. I am
submitting the attached declaration and Exhibits 1 & 2 which give an
overall synopsis of Grassroots for your edification of what a "rural"
independent operator is really about. The systems we operate are not
addressable and have an average of 32 miles of cable plant passing
518 homes for a density of 16 homes per mile with 305 subscribers who
have 29 channel service (i.e., 25 basic and 4 pays) available.

The Felders, myself and my wife, have over 27 years in cable
television. We have invested our lives and our personal assets in
the effort to bring cable TV service to rural areas. The last three
years have been extremely difficult financially for us with first
HLT, banking industry fallout and than the uncertainty of what the
pending FCC rules would mean in our marketplace.

That uncertainty was replaced with known disaster with the publishing
of the FCC Benchmark rates. A disaster which has been_gtayed
temporarily in 20 of our 21 operating systﬁﬁgdﬁq*ﬂEZKE 000
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subscriber ruling. We have no choice in this one system, at this
time but to opt for a cost-of-service showing so that we at least
have a fighting chance to be able to honor our franchise as well as
financial commitments.

We don’t feel that 1,000 subscribers should be a hard and fast
threshold number. Rather the system density, revenue stream and
operator profitability should all be weighed to establish a true and
realistic threshold number. A number that will allow independent
rural operators to continue to service subscribers and attract
additional expansion capital. As it stands right now we have zero
incentive to combine systems to increase service options or reduce
operating costs as we would be subject to rate regulation, rate
regulation that doesn’t recognize any of the rural cost factors that
major MSO’s are not faced with. As a result, subscribers that live
in areas that are not attractive to big financial players but are
still entitled to good television and communications will not be
served.. Areas where the service need is very real!

Our relief request is simple don’t force us as rural operators into
an urban mold. We don’t have the financial where-with-all to operate
in a tightly regulated environment. We don’t have the staff to cope
with additional regulatory paperwork. Allow us the same latitude
that rural telephony, rural electrical and urban cable operators have
had. Introduce regulation gradually for our rural markets so as we
grow from Mom and Pop operators or are assimilated into larger
service companies the regulations do not kill the business.

I have provided you with minimal detailed information with this
document. But we are more than willing to provide you with any
statistics, financial numbers or other pertinent information that is
within our means that you feel would help you in your deliberations
as regards the "Rules" that we as independent rural Mom & Pop
operators will live or die under.

Sincerely,

e fur/ R

W. Robert Felder
President

P.S. It wouldn’t hurt to also review the negative rate impact that
cash retransmission fees will have on rural subscribers who have not
been able to historically enjoy full broadcast service (i.e. ABC,
CBS, NBC, Fox and PBS) prior to cable TV coming to town. Yes, cash
payments will be the norm for small independent rural operators as we
don’t have the "trading" material options of our large MSO brethren.

cc: SCBA
NECTA
Attached congressional mailing list

encl: Declaration plus Exhibits 1 and 2



Declaration of W. Robert Felder

1. I, W. Robert Felder, am the President of Grassroots Cable
Systems, Inc. ("Grassroots"). Grassroots owns and operates twenty-
one cable television systems located in thirty-four rural communi-
ties throughout Maine and New Hampshire. As of July 31, 1993,
Grassroots provides cable service to approximately 6,399 effective
subscribers. At present only one of Grassroots' systems serves
over 1,000 subscribers.

2. The typical Grassroots system has twenty-nine active
channels, with eight basic, seventeen tier and four premium
channels. Many of the communities served by Grassroots have
limited access (i.e., 1-3 channels) to television reception. Many
of Grassroots' service areas are contiguous to larger towns served
by other cable companies, which have not extended service into the
rural areas because 1t was not economically feasible for them to
do so, mostly due to the low density in these areas. For example,
Grassroots' Wakefield, New Hampshire system, which serves 1,332
effective subscribers, has a density of only 17.6 homes per mile
for the 115.4 of plant miles built.

3. As Grassroots' President, I am responsible for overall
company operations, including its ability to service existing debt
and attract the capital necessary to continue and expand service.
I also am familiar with the provisions of Grassroots' franchise
agreements with 1local authorities and credit agreements with
lenders.

4, At my direction, Grassroots has analyzed how the Federal

Communication Commission's ("Commission") proposed "benchmark"
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rates will affect its ability to continue to provide current levels
of cable service to subscribers as required under its franchise
agreement. In particular, Grassroots has calculated the rates it
is permitted to charge its cable customers under the benchmark
standards. We have also projected the anticipated amount of
revenues that would be generated from the benchmark rates, assuming
no change in the number of customers or selection of services.

5. Grassroots was conceived exclusively to serve rural
markets that are unserved by other cable operators. Phase I
included a $12.5 capital investment to serve the thirty-four rural
communities presently served. Phase II was to require a $4 to $5
million investment to expand rural service in Maine and New
Hampshire. Phase III was to offer cable service to rural communi-
ties in Vermont, and was projected to cost $16 million. The imple-
mentation of Phases II and III is unlikely to occur if the Order
goes into effect in its present form, because of difficulties in
attracting capital investment or other financing (as more particu-
larly described below).

6. At the present time, even without any rate reductions
under the Commission's proposed regulations, Grassroots is not
earning a net profit on its cable service operations.

7. The current rates of Grassroots' systems exceed those
permissible under the benchmark rate structure prescribed by the
Commission. According to our present calculations, if the
benchmark method were implemented (and assuming no changes in

customers or selection of services), Grassroots' Wakefield, New
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Hampshire system would be required to reduce rates from $24.10 to
$21.55 per month per subscriber, resulting in an annual revenue
loss of approximately $40,759.

8. Such a rate reduction would have an immediate, adverse
and irreparable impact on Grassroots' operations. The projected
revenues we would receive under the benchmark rates are insuffi-
cient to meet Grassroots' expenses, including debt service. As a
result, if forced to adopt benchmark rates, Grassroots would be
required to seek the protection of bankruptcy court in order to
avoid foreclosure on its assets and continue in business.

9. In particular, the projected cash flow reduction under
benchmark rates would make it impossible for Grassroots to service
its existing debt. Grassroots was in the process of attempting to
restructure its debt when the Commission's Order issued. The
projected cash flow under benchmark rates would be insufficient to
service Grassroots' debt even under the proposed restructuring
agreements (even assuming those agreements ultimately are entered).
The projected revenue reduction caused by benchmark rates would
place Grassroots in default of existing loan covenants (as well as
the proposed restructured loan covenants), including covenants on
debt coverage, interest coverage and cash flow multiples.

10. Upon default, Grassroots' senior and subordinated lenders
have the right to call the loan and to foreclose on the 1loan
security, which consists of virtually all company assets. Default
on Grassroots' loan would also trigger defaults on cross-

collateralized loans with local lenders on two other businesses,
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as well as attachment of personal assets pledged as additional
security for all loans.

11. In addition, neither the benchmark nor the cost of
service method (in its present, undefined form) will permit
Grassroots to attract additional capital investment or financing.
If forced to adopt benchmark rates, Grassroots would have insuffi-
cient cash flow to secure the financing required to implement
Phases II and III of its plans to expand and upgrade service to
rural areas. Even with the limited information presently available
on the expected rate of return and other factors under any cost of
service approach, Grassroots is unable to provide assurance to
lenders and other capital sources that it will have sufficient cash
flow to service existing or proposed additional debt. In fact,
since the Commission's Order issued, Grassroots has been unable
even to secure financing for a new vehicle loan to replace its six
vehicle service fleet--even though it has had no credit problems
in the past.

12. Adoption of benchmark rates also would impair Grassroots'
ability to comply with its franchise obligations. Agreements with
local franchise authorities require Grassroots to expand service
as density and/or service buy rate parameters are reached, as well
as to rebuild physical plant as required in the normal course of
business. As mentioned, if forced to adopt benchmark rates,
Grassroots' projected cash flow would be insufficient to enable it

to obtain the financing required to make those improvements. If
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the required improvements are not made, Grassroots may be in
default of franchise agreements, and risks the revocation or
nonrenewal of our franchises.

13. Because the Commission has not yet released any regula-
tions for "cost of service" determinations, Grassroots cannot
determine what costs may be recovered or what rate of return it can
expect to obtain. If cost of service regulations did not permit
the recovery of debt service, Grassroots would not be able to
continue operations under that approach. Thus, at the present time
cost of service is not a viable option, because the resulting rates
might result in even greater losses than those projected under
benchmark rates.

14. Any "cost of service" showing also will entail sub-
stantial time and expense which may not be recoverable under any
regulations the Commission ultimately might adopt. One of
Grassroots' principals has experience with municipal cost of ser-
vice showings. Based on that experience, we expect that Grassroots
would be required to hire rate experts and attorneys to pursue cost
of service showings for each of its systems, at a substantial cost.

I declare under penalty of perjury that the foregoing is true
and correct.

ot . :
Dated /2 day of August, 1993, in Exeter, New Hampshire.

W bl sl

W. Robert Felder




Exriger L
5CBA Member Survey 12

sw= A\l Inforacticd 0 be Prowwes-n. ws Jorals fus e Zyaizess ¢

GINTRAL. INFORMATION

Operator’s nume:  (W- << Cocts C =l > 'ey\ds,. Inc «

| Total aumper of svstamse > | ;
| !
 Towai aumber of \inseriners dor il wwsemsy: Bﬁﬁ (7/1//7?3 “

i
| Legal entiy ovme fe © Couporevon, § Corporagon, Panacrsma, s S-CoCP :

DERT INFORMATION (CURRENT) :

. |
P Totud amount AL aun-iruue dent awed I TIPS DArnSs Lz, hanks). 310,343, 74i
' G oamount Loove, N0W Tucl must e wd warhn the ~axt
; *7T mwoathis. sxciusive of interest S 300,000 i]
= 3
“;;-‘xvcr;mc CArreul uieiedk rule: P{Z-/m,f + 2 9’9 ? |
i ’ !
poLenr a5 o wmicenldes of wsets (R asses: (95 = .
; "
i ‘
! BALANCE SHEET INFORMATION (CURRENT IMFORMATION ;
il . "
‘ Totul gssets: $5,6%, 2D

| Intangible assats 1 Torai):

Goowwill/goinz concern vuina: p
Subscriver s 3 ;
; Acauwred lrgigisgs, (WM%:‘/&LD A}H) Viooo Swhs s R, 0

| Warking capria ilferance setveen currenl ahicts «na C i
2 na];
: .

339, 36l ;}

AL

i
f
t

i
i
!

| current harilitiesy:

5
é Tota!l lahilities Do lidteyg thind parte u2bte, 5 65, 687”
| - )
| Totzl equity: f(ié-” | 80(:)i
HEADEND INFORMATION E

Average luvesuueut {cost) of a single headend facriity , ‘.
(incinding real estate and buldingsy: Do not ouwn oy (ulestade g 615

Totai mumoer ot deadends: eyl !

Annuat cost of overalug 4 sisule headend (listed Celow

Operatiaw persunnei: ~ 39 534 |
S 3,657 |
Litilicies: 2 |, 56] 1

}
!
i
[ Mawntenance & (2paus.
i
'\

Tutai: S 44 GH9. |




L

EQUIPMENT RATES

LUndcv rhe Renchmarx Formula. wial are vour average moataly rates for:

i
‘
|

Nonaadtessable conveslers: $ LS : ﬂg. 0o
| Addressanie convertess; ) $ NiA ‘: 7 BéW
Remote controis: s 30 | BéwemAgiz
INCOME FROM CABLE OPERATORS |
| For each of the last thres years. whar was vour wwowe Sows cable operadons terore :
| and aller axes?
Co9s 0w L eey %0
l Income belore taxws, 1 / | Q,q%, QGON (1,803, Hﬁ) (l ,532,?33)
| Less incowe taxes: e ’ NN e | N ( 4 1 N(A
Net incouie aller w;xes: _ f // f C\,‘Y%,M}{ ( \:'3031‘17?> ‘f‘ (\1 533, ?%)
, Average numiber of subserivers: V | L 1%3 } 545% 21 4796
$ OPERATING EXPENSES | i
5" Whii i> vour current annuai average pole arachmenr rate ner poje? 5 7.%50
i What is yuur current highest pete witacament mre ner pote? $ 4.50
; What is vuur current annuai programming enst for nered channels? 3 13%,350 |
L\_Yhu Is your current annugf revenue from lacal ad insertons? 3 N[ﬁ —-




EfHIB 17

L A SN

/ofF 3

20 29 22 ks 24 25 [

4

New Hampshire

Masewet

M ]

bor memt

Eogie tave,

losmg 2 7P
*
Lemesions O
Corbove

Werhburng
baet Fawhewt O

Mapeton
* B prorove
([

Asnpnd®

TRSCATAGUS. H

' Mony Sop,
| bt
:

|PaNORSCOY

| |
i

Prnien®l ° hiong tom

| f

I ‘

bm:- \ * Marewemaseg .
0 3 :
Groemene ‘-, )
Srowewiie \ olmcen \
Jonciwn \ .
\
\
Memen, | )
P -
/\ Sueweane /
\ ! (eanwcocs .
\ Gumerdy oleet-bareral '
.
\ Sengervere o
L e :
bingrem o \ -
° Mgrd T
Cormes 06 Yowr ® -
Morth Anaon Hornens wOrent . \
* \pNewsor Cysene !
AN Oy Mbdob o0 Panhory Bamsor, |
. o ! @ Browe: \ .
Shawheaan —~ Hampeenp “Eap ' '
! Hompepe_ JERe! Merwen |

PHASE 1
TOWRS
6 PHASE 2

TOWNS

RASSROOT

L § . 10 " [H I3} 14 1) I3 (1 1] []

— - (3]0 |
Tl fmr
Meowey N W ANNNG TN

m

Canada

MAINE

Lagend
Potasawon
250.000-999.999
100.000 - 249999
50 000-99.99¢
24 000-49.99%
10.000-24.999
$.000-9.99%
1.000-4.99%
Lass wn 1,000 o

*  Shinory Base

BeCmey  Cowrr e
¢ [} v 79 I Shaen

Prmpn— T U
980 RN & Whamew: Ip

=1y

Copmpe © GER v Somt stghaty § Co
a2 apun s
Alngs anpant & Su U RA

1 F-] 2e %



o

Ly

-

¥

I -

S

-

EXwig ;T 2

' 2 3 4 5 5 M ] 9 0 11 12 13 14
Legr i //\ ; :
Pop simnci Taneda —_— .
’ H ia
B 250 000-999 999 ‘)rnm ‘ y
@ 100 000-249.999 i
®  50000-99 999
e 79000-49 939 :
& 10000-2¢ 999 i
e S000-999 !
Tuatsourq 1a
o 1000-4999 . l}
+ Lesstran § 000 !
+  Miktary Sase Wetl Stawartsiown \ X
Sl Cyondt  Coundy Sest
o 3 0 1 Moy
Fep———
o s 0 20 Niorneters Cotebraok c
Conveant € 196 by Aeng ticNaty & Ca /
AD ngrey raserves i
Uane s prmted e US A r
.
’
én i
[*Moetn Stemt
NEW HAMPSHIRE " n ‘1 0
PBASE 1
TOWNS g Groveton
o Mdon
~ €
0 PHASE 2
TOWNS
olncaster » Berlin
Cascage
oJetierson
®
Garnama
CABLE SYSTEMS / T
Lrasrome lmhmmu
( . o lonee Movatam
Momrae Betriene -
——
Swaar o s rcanmoL: Maine G
trsbon o - -
oBan . o Juchanr
\ Y
Norin Meverhil \Baetiett , Ireer Kesryarge
o Lncom - Nosth Comway O "
Hevern Nerth Woedstoct ,
“Puie Regsione *
. Waodstoch Conwav O Ennm
o
Vermont -
Wanen Magme-
rore T e ks ,
Camaior .
'0"0'Mn,w-m\.mu ”a Tamwortn , u--'
Cemer west®
| Sendwach 031 B .
*tyme o Mumney . Daser reedor
Aumaey Deoo: *
Maurtonborough olLemer Oasmee
Pivmoute O .
Hoteenens 'S Conter N
' “"."' M
Henover, Ashiand g nege » Qsroes
Cannan /(unn :
Seer, Meredithg N JCome Tultoapore
JLanaen
TEntield
Aerantiin oMeregun Conter
\ T g m~—T
Bristo
Gewtran, o~ — L3
Ptambe! (I Danbwry
7 Mt AmACK e : ? on
. i sbadian %
S Grontnam - Eage Adom Bay, b M
: N Andover S AN o sTRAFTORD
S Wimat  Andever . y Dush
N l‘j’ o » Framenn ™0 Gitmantan I T Minon
Nortn *w {on b . Novtnlinid Gumanton |
lrgn Waovks
MO G uSugisee e . L L
. !
/ o Swe Salmbury
Clare Kewwwes  olsnors / on Comurtury
AMowat o * -
< Sunsese  SUTIER Patthedq "
Gosnan® «Watner tend  Comter Som ™
Bredtocs, Horin Cwehester | /! «Stentiord
]
Charlestown tant Camoecoot romm.. tnwoed  Namngren M
Llemones ° Congord Comer * Ogyec®
.
ek
Hepnaer ton I-oc-uuon.u
lll ‘ Sow Oeorheid
p‘/ﬂ n-lm.v " Hanayer * Semcont / . \ Ournem o
o Notvngnem -
Muriow . ¢ PR
)““”'W'" \ Duntecton o Hestamt ndie /
. North francn e Wewr \/\’*S.Mh Eant Basis ° N
Weisase Gireen HILLEBOROUOH ey Cang, oord !M' ""‘"’"';. _—
Fo— . Aninm Gon St
- Miptomvele ° ' a anov:. Aubpen Rermame Exeter North
* «Bennmaton ~ fremont | « Memeton
Eaet Subwan, Botion Menchester ® Eherter Bramtwend °
*Mancoet . Hompten o
Keene Herrretie *Grennhera 0 8edtord Sendewn "":‘.:w" )
[ ] .
Mortborgugh Oubhn South Mot . " . o
° N Peesborougn Urassors <000 Hemestaes * LIV Hamerteed
5 Come Went Prarserougr . Merrmach .
dabitidd ) Amhert © Nomh o ¢
Jan roch? Won ° Seam, AR Y
Jemeey  Meede ., o * witerd Lonodnderty . :
O et Conaiee * e
wiven
Hudron
e e Mashueg 2 .
\ Brechwne * Shethe

Massachusetts




Z:/)-{;h‘ 617 2

! 2 3 4 H ) 10 1 12 3
Canada —
PRANEL W v L} e Foue
PR Aschtord g \ Norm Troy® Boebe Moo Oovoy L 1seex Conena
{omes eterd
Mewoert Conter *
N Lan i~ ":" - o Lort Boskameeq ° “Oortr
- il L1
Swamen rashuy Fulls " Newrent A
Shel »Memgeme o * “yres
*Snerden 1
e s . N Chorreston h
Monigemery Coventry ,
Comur
; .
o L AN / ,Orteems 4 ittend Fong
‘ revowrg,
L Eont bounom, —\ Lowesn ®
.
8 . Bnennes , -
' Bertong i
Seome *ameny .
T P o
) ~ ~ rootn tovee P Qhover L
! emrrnoen ""'k‘ Jrovi tovee Fory cattooma
-
‘ o JoNertenve
Soum Hum O unen Gy o Jonnson \ West Burte,
’ E v
¢ . \\ L van Pot Shetheid , 0 c
- Creve fam ® N Twenge
Corenenser ~ O Moreswiiie ~o tyngon Comer
) Unaernst fon weremet ﬂumw\
. . owe
LT Lyndon *
+dndurnit anter . Carmer N
~
[ Weost Branen s ~ / Lenenowr:
® South Burkngron ':"_ -'SlV" \\\\ \\ St Jomntbury (mu. L e
o Waraten® Lome . Lower Vitege o ~. £an1 51 Jowmamniy * . Comcore o
‘~\ ~ N \ Gaman
. . » Qarveme N
Achmans “Weteroury ¢ Caver w Sldopagoury
o Shemurne e o Jonsrvenn Conerr m P . \
— . Norcoster C"'\o Triremenc
Moy ptee S Narymnegt
aidd ORI, O Waterbury Nw ruscnem
PP Moniprenr
™ [T 0 !
€ : Momesner e pmen €
' oo, Mampeier o
Seren -
JSermbery a Caan ST . Graion
Nurihed verisn, . lrow da
e
Sovtn Barre gy
D vergennes - oo tmhonn Wrarmageaie ¢ Caat Berre
of nai B
MNereea . Faremie
T . Saatwey, Al * Wairngton d
—
Agdrabry =
L]
[ —— Rt
Easr Muthobury *
5 /\\ <Rangpian Cemer o
Somavery o Povt M
New York SEeat B
~
(LU St ThEEt Comwr New Hampshire
o Apyavon
h Govavate ® wnaree H
-
oBarmere NOw v N
Prrterd - ~— o
elritngen R A
\~ “erttwd
» Heotterd
Bamereen, gl
wi \ . 18 River
' Commoron Autiand Vogoatect . Zwecner [ Juncrron '
LI . ® PP Tottevens
wm’ Comor Aunane - Lomeri,
[ owth Cloronten Begrmsies
Lom . .
Poonrpr Horreng
\d Chwpponnset * -G
’MM} @ K
Walengiors o Wedios oy
s .M\‘ )
fosr* Mot
e
Sewrn® - ;  lutlew
Wonmgter Bosmom ° rnctoeres
P:nu —_~ RPN
Jantde -
P . Verth Sormeheid
K g 10m 5 Westen . T o
. Chvester
o : s’""“"‘ S SROO
‘r
'wm L JOorve L om Doster | Chenter
. erony | MORAM
o oo - CABLE SYSTEMS
oLonsenennry
aMenehesies Comer - Geoten
Uanceensr ¢
Sowtons Awar,
s L
Sunterione r—————
Iomes PHASE 2
- : vt TOWRS
“an Arungron | Ternynene
: VERMONT
t
" e
H .
. W 2%00-99999 Gy lapnx
Il @ 100.000-249.9% County Sent
H . S0000-9% 999
® 2500-4
. o 19.000-24 999 N
’
Lo somam
- . o 100p-4 99
7 \ o Lsesten 1000
Massachusetts
——
' 2 1 4 5 s H s 9 18 " [T] 12




Sen. John C. Danforth
249 SROB
Washington, DC, 20510-2502

Sen. Daniel K. Inouye
722 SHOB
Washington, DC, 20510-1102

Sen. William S. Cohen
322 SHOB
Washington, DC, 20510-1901

Sen. George J. Mitchell
176 SROB
Washington, DC, 20510-1902

Sen. Thomas H. Andrews
1530 LHOB
Washington, DC, 20515-1901

Rep. Olympia J. Snowe
2268 RHOB
Washington, DC, 20515-1902

Sen. Judd Gregg
393 SROB
Washington, DC, 20510-2904

Sen. Robert C. Smith
332 SDOB
Washington, DC, 20510-2903

Rep. Dick Swett 230 CHOB
Washington, DC
20515-2902,

Rep. Bill Zeliff 224 CHOB
Washington, DC
20515-2901,



